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PRESIDENT’S REPORT TO SHAREHOLDERS 


I am pleased to report that your Company's 
earnings increased dramatically during 1971. 
Net profits of $209,588 before extraordinary 
income of $8,670 represent an increase of 286% 
over 1970. 


On a per share basis, even after taking into 
account an increase of 34,500 in issued shares, 
we show earnings up from 36¢ per share to $1.20. 
The accumulated deficit of $276,688 when pres- 
ent management assumed control in 1968 has 
now been eliminated, and the Company showed 
retained earnings surplus of $53,022, after the 
establishment of a general reserve of $30,000. 


INTEREST MARGINS 
In reviewing the earnings growth this past 


year, by far the largest factor was the increase on. 


our interest spreads — i.e. the margin between 
interest earned and interest paid. This area re- 
corded an increase of $176,402 or 12% on the 
year and our net interest yield on deposits in- 
creased from 1.66% in 1970 to 2.45% in 1971. In- 
come other than interest was relatively constant 
in comparison to the good levels attained in 1970, 
although the sources of this income were differ- 
ent, as the Company continued to react to chang- 
ing opportunities and to innovate to develop 
other sources of income. The rise in overhead 
costs was satisfactorily contained. 


This improvement in margins was common 
to the trust industry this past year and it denotes 
a particularly healthy position. However, it is 
important to emphasize that this is a direct re- 
flection of interest rate structures in the economy 
at large. Our industry is very sensitive to interest 
rate changes — declining rates tend to improve 
profit margins and vice versa. Throughout 1971 
interest rates showed a sharp downward trend. 


We do not anticipate this downward trend 
in rates will continue through 1972. On the con- 
trary, we expect a slight upwards movement to 
develop later in the year, and a consequent nar- 
rowing in our own interest spreads. We believe, 
however that 1972 will be a satisfactory year for 
the Company. 


DEPOSITS 


Aside from the increase in net earnings, the 
Company’s position has improved materially in 
other significant but less obvious areas over the 
past year. The expansion of our capital base 
mentioned in our previous annual report has 
now been completed to the extent of $445,000, 
and all outstanding subscriptions have been 
paid. 


In addition, during the past year, the regu- 
latory authorities approved an increase in the 
Company’s borrowing ratios. It is important to 
note that until these two matters had been re- 
solved, the Company was forced to curtail its 
deposit growth and, therefore, its asset growth. 
The completion of these matters came too late in 
the year to have a significant impact in 1971, and 
the Company’s rate of growth in terms of assets 
and deposits is well below what we could nor- 
mally expect. The substantial profit perfor- 
mance recorded is all the more encouraging in 
view of the absence of volume increases. 


Therefore, the Company is now in a position 
to resume its aggressive asset and deposit growth. 
With this in mind your Directors are now giving 
consideration to the possibility of opening addi- 
tional branches, and we-have resumed our adver- 
tising program which virtually ceased while 
deposit growth was under restriction. 


While deposits in total showed a relatively 
low rate of growth, there was a significant con- 
tinued improvement in our deposit mix. Our 
lower cost trust deposits, as opposed to our higher 
interest bearing guaranteed investment certifi- 
cates, showed an increase of 27% on the year, and 
represent 46% of all deposits (39% at December 
31, 1970). We are fortunate to have as favourable 
a deposit mix as we do, and this is an important 
reason for the improved interest spread referred 
to above. Continued improvement in this area 
has been and will continue to be a main thrust in 
your Company’s marketing policies. 


ASSOCIATED VENTURES 


In assessing the progress of the Company, it 
is important to note that we have an equity inter- 
est in two associated ventures, the values of 
which in neither case are reflected in the finan- 
cial statements as the Company’s cash invest- 
ment in each is nominal only. We refer to St. 
Norbert Nursing Homes Ltd. and Bestlands 
Development Ltd. Both Companies have grown 
to the point where they represent important 
asset holdings in our Company. We own 47.5% 
of the shares of St. Norbert Nursing Homes Ltd., 
which operates a new full service, 91 bed nursing 
home in St. Norbert, Manitoba. The home opened 
in April of 1971 and is now generating profits. 


We also own 50% of the shares of Bestlands 
Development Ltd., a land development and 
specialized construction company. This com- 
pany currently has under construction two lim- 
ited dividend rental projects in suburban Win- 
nipeg, comprising 67 townhouse units in total. 
Both are being financed directly by Central 
Mortgage and Housing Corporation under sec- 
tion 15 of the National Housing Act. Bestlands 
also owns a parcel of land at the corner of Smith 
and York Streets in downtown Winnipeg, where 
a 23 storey, 216 suite highrise apartment building 
is now under construction. 


FUTURE GROWTH 


Looking beyond the current year, your Dir- 
ectors intend to see that Fort Garry Trust be- 
comes a much larger entity. The Canadian trust 
industry, in recent years, has witnessed a trend 
towards merger with resultant fewer competitors. 
The advantages of economies of scale are force- 
ful in our industry and maximum operating 
efficiencies can only be achieved if we increase 
our volume considerably above its current 
levels. 


The growth we have in mind will involve the 
opening of new branches, to attract new deposits 
and new customers. It will require that the Com- 
pany grow horizontally and offer an increasingly 


diversified range of financing and trust services. 


It will also likely require that your Company 
expand its capital base in future years. We must 
attract new shareholders and join forces with 
all shareholders in promoting our services. We 
are cognizant that our dividend policy will have 
an important bearing in this area and we will 
need to choose a course which allows us to retain 
a growing capital base yet offers an adequate 
cash return for old and new shareholders. 


In surveying the results of the past four 
years, we can derive much satisfaction in the 
Company’s progress and we wish to pay tribute 
to our employees far their contribution to the 
attainment of our results to this point. We also 
wish to express our appreciation to our share- 
holders for their loyalty, and trust that they are 
as pleased as we are with the Company’s pro- 
gress. - 


In conclusion, I wish to point out that com- 
petition from the banks and others in the finan- 
cial community will increase. The Bank Act is 
due for revision in 1977 and it may be that banks 
will then seek an enlargement of their powers to 
permit them to enter the fiduciary field. The 
industry will be subject to increasing costs, par- 
ticularly in the areas of labour and automation. 
The industry’s external business climate will 
undergo wide transformations over the next few 
years, and government policies and foreign trade 
patterns will have a very major effect on this 
climate. All of these factors will bring new oppor- 
tunities, but also important new problems and 
uncertainties. With this in mind, the Company’s 
planning is taking on an increasingly long range 
aspect. 


March 7th, 1972 


FORT GARRY TRUST 


COMPANY 


BALANCE SHEET (NOTE 1) 
As At December 31st, 1971 


ASSETS 1971 1970 

Gash: and: bank depositireceiptu.s:.na4a eee ee eee $ 1,270,899 $ 178,290 

Bonds and stocks, market; value*$2,706,6004\Note 2)e.. 55s ee ee 3,357,628 4,162,279 | 

Mortgages (Notes.3;-4;5:and:6)-ey ee ae re ee eee 14,252,420 12,771.820 

Loans — partially secured (less allowance for doubtful accounts of 2 | 
$30,986/51970 — $17,249) % de noe tem oe eh ag Se a eo 241,893 = 37 l 

Actrueduinterest:receivable .4..2.. he eee eee eee 201,767 252,050 

Stockssubscriptionssreceivablesaterccy re ea. ee ee ee ae ae — - 280,000 

Real estate and other fixed assets, at cost less accumulated co - 
depreciation (1971 — $105,297; 1970 — $95,236) (Note 4)............... 239,042 |= ies 

Other assets (less allowance for doubtful accounts of $20,000; ee awe ; 
1970-2 $20,000) foc se eee ty ee a eat 65,056 | —- 105,167 | 


$19,628,705 $18,277,126 


Estates, trusts and agency loans under administration: Cash, oe 
securities and other assets, at market or clients’ values............... $ 2,347,499 $ 1,192,177 


(The accompanying notes are a 


LIABILITIES 1971 1970 
Guaranteed liabilities: 
PPEtES PRG ETIOSIL S Meer eRe ah ci eh 2 vethavinwl Wy a ai bh oir alae wlohe mk ase p $ 7,791,573 $ 6,153,424 
taraniccdenmvestimentsceriiicates a. 6 Aves «clo ea eos coupes ot cee 9,017,686 9,375,780 
PXCCELLECEINILClCSt PEM Ete foie corer re wos, ck d Atle Glass eheee wea alae ees 206,670 242,057 
17,015,929 ADU 742204 
aKa OPTASCCULCC Pee ped eee igs Pte mige oly Bae ek oboe a hee nhs were aes 500,000 701,194 
PNECOUMUSED AY A ema sACGUNOC Wr cmter tc fucicayes, isons es se sbaicsvue ycha ieeaalistmie eaeerae 72,254 47,407 
POnUMeCniADE Ve (NOLES) munane seed = ieee ane oes oe alee antes $273,055 
17,588,183 16,519,862 


SHAREHOLDERS’ EQUITY 
Capital stock (Note 5): 
Authorized — 300,000 common shares each of a par 
value of $10 


PSSiteCaall cert eve ald t—4195;7 OU SHALES «yu vem sieuer ye Gn &. 6 weal eon us od aoe eee 1,957,500 1,612,500 

Subscribed and unissued (1970 — 28,000 shares)..................00- _ 280,000 
MOLI parpcmanGsiilveStilenteleSGEV G2 o.5 wok ars srs lao icle Shere oe ns “er lepue me ots, er op te 30,000 — 

Mer ARLE Ge AT EL O Sa (CL CLICIL epee, ace arbre tune 5 ig arcagr eee cone) aie ists ci Aice Yoke sand. once) Bars 53,022 (135,236) 

2,040,522 | 1,757,264 

APPROVED BY THE BOARD: $19,628,705 $18,277,126 


Director Director 


ntegral part of the financial statements) 


FORT GARRY TRUST 


COMPANY 


STATEMENT OF INCOME AND EXPENSE AND RETAINED EARNINGS 


Year ended December 31st, 1971 


INCOME: 1971 1970 
Income from SeGuritieS } «cic. faces ietey sere he ee ee ear $ 235,126 $ 230,894 
Income’ from mortgages... 205 ene eee ctor eae ey eee ee eee 1,402,906 1,230,736 
Other operating 1COmM els ws. case eee ca eee eee cee ee gies 153,596 
Gain (loss)‘on salé,of SecuritieSict.: os) a eye ee eee 23.520 e (3,650) 

1,720,598 soy toy Ae) 

EXPENSE: 

INtereSten. en eee oe Ee eee ea neat ty hae Oe ni Or ee tS 1,070,818 LAME 
Sararies and employee: benetitS..tt-7oe 4s kn ee ee een eee ern ar ee 153,238 140,094 
Remunerationlootticers and directors: eee ee ee 69,905 48,617 
Allowance torcdoubttul- accounts... ee ee ee ee 19,364 31,823 
Generaltand administrativess ees oe eee ee eee ee 125,851 712.652 
Depreciation! (INOte: 4) eo Set eee nce re ene Pro ae 11,302 12,390 
AMOrIizaion ot leasehold;improvemients a. sarie percent ee een T3702) 9,208 
Premises, net of rental payments received from sub-leases ............ 53,160 51,303 
1,511,010 1,557,260 

Net income before extraordinarysitema ee eee 209,588 54,316 

Extraordinary. item (Note <4) 5 oc dvs ca sender eee ewe arouse one ee 8.670 - 

Net incomeitor the yearn. mt. ecient ee re ee ees $ 218,258 S$? 54516 


RETAINED EARNINGS 


Delicrizat beginning of year sive en = eran, caine: ote anny my cee era 135,236 189,552 
83,022 (135,236) 

Transfer to mortgage and investment-reserves.. 7.10.4 eee (30,000) _ 
Retained earnings (deficit) atend:oteyeare sy ae eee eee $ 53,022 $ (135,236) 
Netrincome:per share (Noted) aac. o onder cr re ee eer $ 1.20 $ .36 


(The accompanying notes are an integral part of the financial statements) 


FORT GARRY TRUST 


COMPANY 


NOTES TO FINANCIAL STATEMENTS 
December 31st, 1971 


As at December 31, 1971 loans and investments in stocks exceed the maximum permitted under Section 280(1) of the Act by approximately $75,000 (1970 - $170,000). This 


| 1. Provisions of The Companies Act of the Province of Manitoba: 
deficiency was reduced by approximately $55,000 in January 1972 before giving effect to the post balance sheet transaction discussed in Note 7. 


2. Securities: 
Bonds and stocks are stated at amortized cost: These values and the market values quoted by the Department of Insurance of Canada are: 


1971 \ 1970 
t 

Stated Market | Stated Market 

Value Value Value Value 
Government and government guaranteed bonds . $2,042,989 $1,725,950 $2,471,451 $1,910,350 
Municipal! and corporate bonds . 958,005 813,850 1,133,673 888,786 
Stocks 356,634 166,800 557,155 369,490 
$3,357,628 $2,706,600 $4,162,279 $3,168,626 


No provision has been made for the decline in the market value of these securities because the Company intends to hold the bonds uytil maturity or until circumstances are 


“appropriate for their disposal. 
Certain bonds have been assigned to fully secure the Company’s bank loan. 


— At ht Ae, 


3. Mortgages: ~ 
Mortgages are stated at unpaid principal balances less net unamortized premiums and discounts. 


4. Changes in the application of accounting principles: 


(a) Prior to 1971, with the approval of the Department of Insurance of Canada, the Company followed the practice of taking certain discounts on mortgages purchased into 
income at the time of mortgage acquisition. Effective January 1, 1971, on the direction of the Department, this procedure was changed to a policy of amortizing such dis- 
counts over the term of the mortgages in accordance with rules prescribed by the Department. 


If the Company had continued the policy of recognizing the income from these discounts in the year of mortgage acquisition the income reported for 1971 would be $78,959 
greater and mortgage balances would be increased by a corresponding amount. 


(b) During 1971 the Company changed its policy of providing depreciation on office equipment from 15% to 10% per annum calculated on the straight-line method. This 
change resulted in a decrease in accumulated depreciation of prior years in the amount of $8,670. This amount is shown as an extraordinary item in the income statement. 


If depreciation on this equipment had continued to be provided at 15% per annum the reported income for the year, before the extraordinary items, would be $1,445 less. 


5. Capital stock: 
(a) During the year the Company issued 34,500 shares of capital stock for a cash consideration of $345,000. 
(b) The following share options and share purchase warrants are outstanding at December 31, 1971: 


— An option, expiring January 1, 1974, to purchase 1,000 shares at a price of $10 per share. 
— An option, expiring December 31, 1975, to purchase 5,000 shares for a total consideration of $55,000. 
— Warrants, expiring December 31, 1975, giving the holders the right to purchase 10,000 shares at prices increasing from $12 to $15 during the term. 


6. Transactions with directors or officers: oe 


There is a balance of $82,000 owing at December 31, 1971 on a mortgage loan made in 1968 to a corporation which was subsequently acquired by an officer and director of the 
Company. There are also mortgage balances of approximately $250,000 (1970 - $290,000) owing by individuals or corporations to whom directors or corporations controlled by 
those directors are indebted. 


7. Subsequent event: a I RE EL BT a ae 


In January 1972 the Company was called to honour its guarantee of the bank indebtedness of a corporation controlled by a director in the amount of $273,055, including interest. 
The Company holds as security shares which have a quoted market value of approximately $200,000 and personal guarantees. This director submitted his resignation from the 
board in February 1972. 


8. Net income per share: 
Net income per share is based on the weighted average of shares outstanding during the year. 
9. Income taxes: 
The Company has taken advantage of the loss-carry-forward provisions of the Income Tax Act and accordingly no taxes are payable in respect of the current year. 


AUDITORS’ REPORT 


To the Shareholders of 
Fort Garry Trust Company: 


We have examined the balance sheet of Fort Garry Trust Company as at December 31, 1971 and the statement of income and expense 
and retained earnings for the year then ended. Our examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these statements present fairly the financial position of the Company as at December 31, 1971 and the results of its 
operations for the year then ended, in accordance with generally accepted accounting principles applied ona basis consistent with that of 
the preceding year, except for the changes, of which we approve, in the application of accounting principles referred to in Note 4. 


PRICE WATERHOUSE & CO. \/ 


Winnipeg, Manitoba CHARTERED ACCOUNTANTS 


February 28, 1972 
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EQUITY INTERESTS 


Ras. : we a QoS exe ry 


HIGHLAND PARK — sketch of 25 unit town house 
project in Selkirk. This project which became avail- 
able for rent in March, 1972, was developed by 
Bestlands Development Ltd., and financed by 
Central Mortgage & Housing Corporation. Fort 
Garry Trust Company has an equity interest in 
Bestlands Development Ltd. 


ST. NORBERT NURSING HOME — photograph of 91 
bed, full service nursing home in St. Norbert, Man- 
itoba. Fort Garry Trust Company has an equity 
interest in this fully modern home which offers an 
enjoyable carefree living environment for senior 
citizens. 


HOUSE OF YORK — artist's rendering of 216 unit, 23 
storey luxury high-rise apartment building. This 
building will be constructed in 1972, by Bestlands 
Development Ltd., at the corner of Smith & York in 
downtown Winnipeg. 


PEMBINA PARK — sketch of 42 unit garden court 
apartments under construction in Fort Garry, with 
completion expected June, 1972. This is another 
Bestlands Development Ltd. project financed by 
Central Mortgage & Housing Corporation. 
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FINANCIAL HIGHLIGHTS 


Liabilities & Shareholders’ Equity 


Bank Loan 2.55%, 


Profits (000’s) 
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Mrs. Eileen Levasseur, Manager 
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R. Kenneth Hudson, Manager J. Palano 
Savings Manager 
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1181 Pembina Highway 


Mrs. Ann J. Umlah, Manager 
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1181 Pembina Highway 


R. V. Borlase, Manager 


SAVINGS ACCOUNTS + CHEQUING ACCOUNTS Mrs. E. Levasseur 
GUARANTEED INVESTMENT CERTIFICATES Manager 
MORTGAGE LOANS « ESTATE ADMINISTRATION 
REAL ESTATE - PROPERTY MANAGEMENT 
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